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SUBJECT: GOC PARTLY REJECTS PQ SALES TAX PROPOSAL 
REFS: A. OTTAWA 1814, B. MONTREAL 696 

1 . FINANCE MINISTER CHRETIEN ANNOUNCED GOC REJECTION OF 
QUEBEC PREMIER LEVESQUE'S REQUEST THAT GOC PARTIALLY 
FUND ELIMINATION FOR ONE YEAR OF 8 PERCENT QUEBEC 
PROVINCIAL SALES TAX ON CLOTHING, TEXTILES, SHOES 

AND FURNITURE. INSTEAD, IT HAS OFFERED TO FUND TWO 
PERCENTAGE POINT REDUCTION FOR SIX MONTHS ON WHATEVER 
ITEMS PROVINCIAL SALES TAX IS REDUCED. EFFECTIVELY, 

IF QUEBEC REDUCES SALES TAX ON ONLY FOUR ITEMS (AS 
IT HAS), OTTAWA WILL COMPENSATE QUEBEC ONLY FOR THOSE 
FOUR ITEMS, NOT THE APPROXIMATELY CDOLS 226 MILLION 
COMPENSATION IF TAX WAS REDUCED ON ALL ITEMS. 

2. CHRETIEN URGED QUEBEC TO RECONSIDER ITS REJECTION 
OF INITIAL GOC OFFER, PROPOSED IN APRIL 10 BUDGET 
(REF A) TO FUND TWO-THIRDS OF COST OF TEMPORARY 
ACROSS THE BOARD CUT IN PROVINCIAL SALES TAX. 
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3. COMMENT. LEVESQUE S REJECTION AND COUNTER PROPOSAL 
TO GOC'S INITIAL OFFER PUT BALL BACK IN OTTAWA'S 
COURT. AND LEFT GOC IN DELICATE POSITION. FLAT REFUSAL 
WOULD HAVE PERMITTED LEVESQUE TO CITE THAT AS ANOTHER 
EXAMPLE INSENSITIVITY TO SPECIAL NEEDS OF QUEBEC 
AND AS FAILURE OF FEDERALISM. ACCEPTANCE BY OTTAWA 
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WOULD HAVE INCREASED RESENTMENT BY OTHER PROVINCES 
OF FURTHER SPECIAL TREATMENT FOR QUEBEC. CHRETIEN S 
OFFER IS ATTEMPT TO FIND MIDDLE GROUND AND STRIKE 
POSE OF TREATING QUEBEC "LIKE EVERYBODY ELSE" AND GIVES AN 
INDUCEMENT (BY OFFERING TO FUND EXPANDED PRODUCT 
COVERAGE OF 2 PERCENTAGE POINT TAX CUT) FOR QUEBEC TO 
MOVE IN DIRECTION INITIALLY DESIRED BY GOC I.E. ACROSS 
THE BOARD TAX CUTS. IT MAY. HOWEVER, FURTHER ENRAGE 
LEVESQUE AND THROW INTO CHAOS QUEBEC'S OWN BUDGET. WHICH 
NOW SCHEDULED FOR PRESENTATION NEXT TUESDAY, APRIL 18. 

BALL IS NOW BACK IN LEVESQUE'S COURT. ENDERS 
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